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not used in a farming or ranching oper-
ation.

(b) Import transactions. The following
parties are eligible to borrow from a
bank for cooperatives or an agricul-
tural credit bank pursuant to section
3.7(b) of the Act for the purpose of fi-
nancing the import of agricultural
commodities or products therefrom,
aquatic products, and farm supplies
into the United States:

(1) An eligible cooperative as defined
by § 613.3100(b);

(2) A counterparty with respect to a
specific import transaction with a vot-
ing stockholder of the bank for the
substantial benefit of the shareholder;
and

(3) Any foreign or domestic legal en-
tity in which eligible cooperatives hold
an ownership interest.

(c) Export transactions. Pursuant to
section 3.7(b)(2) of the Act, a bank for
cooperatives or an agricultural credit
bank is authorized to finance the ex-
port (including the cost of freight) of
agricultural commodities or products
therefrom, aquatic products, or farm
supplies from the United States to any
foreign country. The board of directors
of each bank for cooperatives and agri-
cultural credit bank shall adopt poli-
cies that ensure that exports of agri-
cultural products and commodities,
aquatic products, and farm supplies
which originate from eligible coopera-
tives are financed on a priority basis.
The total amount of balances outstand-
ing on loans made under this paragraph
shall not, at any time, exceed 50 per-
cent of the capital of any bank for co-
operatives or agricultural credit bank
for loans that:

(1) Finance the export of agricultural
commodities and products therefrom,
aquatic products, or farm supplies that
are not originally sourced from an eli-
gible cooperative; and

(2) At least 95 percent of the loan
amount is not guaranteed by a depart-
ment, agency, bureau, board, or com-
mission of the United States or a cor-
poration that is wholly owned directly
or indirectly by the United States.

(d) International business operations. A
bank for cooperatives or an agricul-
tural credit bank may finance a domes-
tic or foreign entity which is at least
partially owned by eligible coopera-

tives described in § 613.3100(b), and fa-
cilitates the international business op-
erations of such cooperatives.

(e) Restrictions.
(1) When eligible cooperatives own

less than 50 percent of a foreign or do-
mestic legal entity, the amount of fi-
nancing that a bank for cooperatives or
agricultural credit bank may provide
to the entity for imports, exports, or
international business operations shall
not exceed the percentage of ownership
that eligible cooperatives hold in such
entity multiplied by the value of the
total assets of such entity; and

(2) A bank for cooperatives or agri-
cultural credit bank shall not finance
the relocation of any plant or facility
from the United States to a foreign
country.

Subpart C—Similar Entity Authority
Under Sections 3.1(11)(B) and
4.18A of the Act

§ 613.3300 Participations and other in-
terests in loans to similar entities.

(a) Definitions.
(1) Participate and participation, for

the purpose of this section, refer to
multi-lender transactions, including
syndications, assignments, loan par-
ticipations, subparticipations, other
forms of the purchase, sale, or transfer
of interests in loans, or other exten-
sions of credit, or other technical and
financial assistance.

(2) Similar entity means a party that
is ineligible for a loan from a Farm
Credit bank or association, but has op-
erations that are functionally similar
to the activities of eligible borrowers
in that a majority of its income is de-
rived from, or a majority of its assets
are invested in, the conduct of activi-
ties that are performed by eligible bor-
rowers.

(b) Similar entity transactions. A Farm
Credit bank or a direct lender associa-
tion may participate with a lender that
is not a Farm Credit System institu-
tion in loans to a similar entity that is
not eligible to borrow directly under
§ 613.3000, 613.3010, 613.3020, 613.3100, or
613.3200, for purposes similar to those
for which an eligible borrower could
obtain financing from the participating
FCS institution.
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(c) Restrictions. Participations by a
Farm Credit bank or association in
loans to a similar entity under this
section are subject to the following
limitations:

(1) Lending limits.
(i) Farm Credit banks operating under

title I of the Act and direct lender associa-
tions. The total amount of all loan par-
ticipations that any Farm Credit bank,
agricultural credit bank, or direct
lender association has outstanding
under paragraph (b) of this section to a
single credit risk shall not exceed:

(A) Ten (10) percent of its total cap-
ital; or

(B) Twenty-five (25) percent of its
total capital if a majority of the share-
holders of the respective Farm Credit
bank or direct lender association so ap-
prove.

(ii) Farm Credit banks operating under
title III of the Act. The total amount of
all loan participations that any bank
for cooperatives or agricultural credit
bank has outstanding under paragraph
(b) of this section to a single credit
risk shall not exceed 10 percent of its
total capital;

(2) Percentage held in the principal
amount of the loan. The participation
interest in the same loan held by one
or more Farm Credit bank(s) or asso-
ciation(s) shall not, at any time, equal
or exceed 50 percent of the principal
amount of the loan; and

(3) Portfolio limitations. The total
amount of participations that any
Farm Credit bank or direct lender asso-
ciation has outstanding under para-
graph (b) of this section shall not ex-
ceed 15 percent of its total outstanding
assets at the end of its preceding fiscal
year.

(d) Approval by other Farm Credit Sys-
tem institutions.

(1) No direct lender association shall
participate in a loan to a similar entity
under paragraph (b) of this section
without the approval of its funding
bank. A funding bank shall deny such
requests only for safety and soundness
reasons affecting the bank.

(2) No Farm Credit bank or direct
lender association shall participate in
a loan to a similar entity that is eligi-
ble to borrow under § 613.3100(b) with-
out the prior approval of the bank for
cooperatives or agricultural credit

bank that, at the time the loan is
made, has the greatest volume of loans
made under title III of the Act in the
State where the headquarters office of
the similar entity is located.

(3) No bank for cooperatives or agri-
cultural credit bank shall participate
in a loan to a similar entity that is eli-
gible to borrow under § 613.3010 or
613.3020 without the prior consent of
the Farm Credit bank(s) in whose char-
tered territory the similar entity con-
ducts operations.

(4) All approvals required under para-
graph (d) of this section may be grant-
ed on an annual basis and under such
terms and conditions as the various
Farm Credit System institutions may
agree.

[62 FR 4444, Jan. 30, 1997]

PART 614—LOAN POLICIES AND
OPERATIONS

Subpart A—Lending Authorities

Sec.
614.4000 Farm Credit Banks.
614.4010 Agricultural credit banks.
614.4020 Banks for cooperatives.
614.4030 Federal land credit associations.
614.4040 Production credit associations.
614.4050 Agricultural credit associations.
614.4060 Affiliates established pursuant to

section 8.5(e)(1) of the Farm Credit Act of
1971.

Subpart B—Chartered Territories

614.4070 Loans and chartered territory—
Farm Credit Banks, agricultural credit
banks, Federal land bank associations,
Federal land credit associations, produc-
tion credit associations, and agricultural
credit associations.

614.4080 Loans and chartered territory—
banks for cooperatives.

Subpart C—Bank/Association Lending
Relationship

614.4100 Policies governing lending through
Federal land bank associations.

614.4110 Transfer of direct lending authority
to Federal land bank associations and
agricultural credit associations.

614.4120 Policies governing extensions of
credit to direct lender associations.

614.4130 Direct loans to associations.
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